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Swedish Economic Situation 


The boom in Sweden has passed its peak. Activity is 
being affected not only by domestic restrictions on credit, 
imports, and building activity, but also by influences 
from abroad. Developments in export and import prices 
have been against Sweden. The appreciable drop in the 
prices of such exports as paper pulp, paper, and other 
forest products has not been compensated by an equivalent 
drop in prices of coal and other imports. The decrease 
in pulp exports to the United States, which is expected 
to force some curtailment of production, is particularly 
significant in view of Sweden’s small reserves of dollars. 

Tendencies toward contraction in general business ac- 
tivity are indicated by a decline in loans and discounts 
by commercial banks. With the easing of inflationary 
pressure, the stabilization of prices and wages, which has 
been the guiding point of Sweden’s economic policy since 
the fall of 1948, has become easier. Good crops and 
plentiful supplies have led to the lifting of rationing of 
bread, meat and pork, edible fats, and fuel, without a 
rise in the price level. Many ceiling prices have been 
lowered or canceled, while a planned limitation of price 
controls generally has begun to receive consideration. 
Demand for labor has eased except that for skilled 
workers. Excessive mobility on the labor market, which 
has caused considerable loss to producers, has declined. 
In wholesale trade, the position is marked by a certain 
reserve in placing orders. New commitments and in- 


ECA Procurement Authorizations 


Procurement authorizations issued by ECA since the 
beginning of ERP reached a total of $6.3 billion on 
August 10. Of the recipient countries, five (France, 
United Kingdom, Bizone Germany, Italy, Netherlands) 
accounted for slightly more than three-fourths of the 
total. The cumulative dollar value of procurement author- 
izations on August 10 was as follows: 


Amount 
Country (thousand dollars) 

Austria $ 290,726 
Belgium-Luxembourg 303,675 
Denmark 146,231 
France 1,380,382 
Germany—Bizone 529,357 
Germany—French Zone 120,599 
Greece 209,236 
Iceland 8,531 
Ireland 97,144 
Italy 704,902 
Indonesia 61,741 
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creased caution in purchasing have also begun to be 
noticeable in retail trade. Nevertheless, employment is 
still good, and production is maintained at a high level 
in those industries not affected by building restrictions 
or falling export prices. The supply of electric power 
has improved considerably. 

In the first six months of this year, the trade deficit 
was cut to SKr 196 million, compared with a deficit of 
SKr 751 million in the same period last year. Imports 
fell by SKr 413 million and exports increased by SKr ]42 
million. For nearly all kinds of goods, imports were 
lower this year than last. Fuel imports decreased by 
SKr 106 million or by 20 per cent, textiles by SKr 74 
million or 18 per cent, and automobiles and ships by 
SKr 78 million or 50 per cent. Among exports, the value 
of wood pulp and paper decreased by SKr 139 million, 
or by 18 per cent, owing to decreased volume and lower 
prices. The value of other exports increased, however— 
ores by 25 per cent, lumber by 50 per cent, iron and steel 
by 50 per cent, machinery by 35 per cent, and ships by 
50 per cent. 

Sources: Kommerskollegium, Ménadsstatistik over Hand- 
eln (Monthly Foreign Trade Statistics), Stock- 


holm, Sweden, June 1949; Skandinaviska 
Banken Quarterly Review, Stockholm, Sweden, 
July 1949, 


Amount 
Country (thousand dollars) 

Netherlands 552,697 
Norway 117,512 
Sweden 52,741 
Trieste 17,110 
Turkey 40,635 
United Kingdom 1,677,141 
Total $6,310,360 


A new kind of procurement authorization, amounting 
to $400,000, was issued for the first time on August 12 
to the Italian Government. It will enable a manufacturer 
of electrical products to pay the dollar costs of technical 
services and patent rights furnished by the Westinghouse 
Electric Corporation. 

Sources: Economic Cooperation Administration, Press 
Releases, Washington, D. C., August 12 and 14, 
1949, 
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ECA Counterpart Fund Releases 


ECA has recently announced the release of 25 billion 
lire (about US$43.4 million) from the Italian counter- 
part fund. The lire will be used for financing reforesta- 
tion, vocational training, and public housing programs. 
Under the reforestation program (utilizing 5 billion lire), 
60,000 unemployed persons will be trained and em- 
ployed in reforestation centers. Another 5 billion lire will 
finance a training program of 3,300 separate courses to 
train and employ 100,000 workers in more than 50 trades, 
and also to prepare a large number of Italians for emi- 
gration to countries desiring skilled workers. Under the 
housing program, 15 billion lire will be used to help 
finance the first-year expenditures of a seven-year hous- 
ing plan. It calls for construction of 903,000 rooms at a 
total cost of 360 billion lire, for compulsory contributions 
from Italian workers, and for contributions by the State. 
One half of the houses built will be assigned to occupants 
on a rental basis and the other half will be sold. 

An advance release of 30 billion francs (about $110 
million) from the French counterpart fund for invest- 
ment and reconstruction expenditures has been approved. 
The release was made against withdrawals which the 
French Government had requested to be made available 
during the rest of 1949, and was approved by ECA in 
order to maintain the present tempo of investment and 
reconstruction. 

Sources: Economic Cooperation Administration, Press 
Releases, Washington, D. C., August 1, 5, and 
8, 1949. 


EUROPE 
U.K. Trade 


U. K. exports in July were £141.5 million, a decline 
from June of £1.7 million. The daily rate fell 9 per cent. 
Re-exports were £4.3 million. Imports were £186.5 mil- 
lion, the lowest of any month this year except February. 
The London dock strike explains at least part of the 
decline in both exports and imports. 

Source: The Times, London, England, August 11, 1949. 


British Gilt-Edged Prices Firmer 


Security prices on the London gilt-edged market ceased 
to fall during the week ended Saturday, August 13, and 
there was a slight rally in the latter part of the week. The 
prices represented roughly 314 per cent on the longest 
dated and undated stocks. Selling subsided, and the 
market was strengthened by the existence of a short posi- 
tion. While the market has been erratic in the current 
week, present prices do not differ greatly from those on 
August 13. 

Sources: The Times, London, England, August 13, 1949; 
The Wall Street Journal, New York, N. Y., 
August 18, 1949. 
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U.K. Industrial Profits 


The Economist has analyzed the accounts of 2,095 
British public companies which have reported during the 
year ended June 1949. Gross trading profits amounted to 
£732 million, against £611 million in the previous year, 
and total income to £827 million, against £699 million. 
Net profits, after deduction for depreciation, taxation, and 
other charges, rose from £204 million to £237 million. 
The bulk of this increase of £33 million was retained in 
company reserves; ordinary dividends (which are limited, 
by voluntary agreement, to the 1947 level, except in 
special cases) rose by only £2 million, to £96 million. 
Net dividend rates on issued capital fell from 7.9 per cent 
in 1947-48 to 7.6 per cent in 1948-49. On the real equity 
of the companies, comparable rates were 3.7 per cent 
and 3.3 per cent. 

According to The Economist “profits are at or near 
their peak, and some fall in earnings is to be expected 
during the next twelve months.” This may have reper- 
cussions on industry’s capacity to finance its own expan- 
sion programs. 

Source: The Economist, London, England, August 6, 
1949. 


Sterling Transfers in 1948 


The annual report of the Bank of England for the year 
ended February 28, 1949 states that transfers of sterling 
between non-sterling countries other than the American 
Account countries were £240 million in 1948; of this, 
£152 million was made by the use of administrative 
facilities and another £40 million under special schemes. 
Transfers between OEEC countries amounted to £56 mil- 
lion. 

Source: The Financial Times, London, England, August 
12, 1949, 


U.K. Timber Supplies 


The United Kingdom is to buy 100,000 standards of 
softwood from Russia and the Eastern Zone of Germany. 
In 1948 Russia provided only 23,000 standards. Shipping 
will start almost immediately, and it is hoped that the 
total quantity will be increased before the close of navi- 
gation this year. The prices to be paid are below those 
of last year. 

These supplies are not likely to do more than offset 
the reduction in imports from North America, apart from 
the cuts announced last month. Total U.K. softwood im- 
ports have been reduced from 118,000 standards per 
month in 1947 to 57,000 monthly in the first half of 1949; 
European and Russian imports in the second half of the 
year will raise the average for 1949 as a whole. Stocks 
which were 615,000 standards at the end of 1947 were 
183,000 at the end of June. 

Source: Records and Statistics, Supplement to The Econ- 
omist, London, England, August 13, 1949. 
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irish Balance of Payments for 1948 


The Republic of Ireland had a balance of payments 
deficit on current account of £20 million in 1948, against 
£29.9 million in the previous year. There was a surplus 
of £12.4 million with the sterling area, and a deficit of 
£32.4 million with the rest of the world. The over-all 
deficits were financed from sterling reserves. 


Balance of Payments, 1948 
(£ million) 
Credit 
Trade (imports c.i.f.) 47.4 
Investment income 18.0 


Debit 
136.3 
9.8 


Balance 
—88.9 


8.2 
Tourism (net) 33.0 — 33.0 
i 2.9 } 27.7 


Remittances 8.8 
Other 21.8 


Total Current Account 129.0 


149.0 —20.0 


Imports from the sterling area were £92.4 million, and 
exports £41.3 million, leaving a deficit of £51.1 million. 
Imports from the dollar area were £14.1 million and ex- 
ports £0.4 million. Net receipts from the sterling area for 
tourism, remittances, and investment income together 
were £44 million; from the dollar area they were £6.1 
million. ERP receipts did not finance the whole of the 
dollar deficit, and Ireland had recourse to the central 
reserves of the sterling area. 

Source: The Financial Times, London, England, August 
11, 1949, 


Belgian Trade Surplus 


For the first time in the postwar period, Belgium has 
realized a trade surplus; it amounted to the equivalent of 
US$37 million in the first six months of 1949. Imports 
totaled $923 million and exports $960 million. Compared 
with the figure for 1948, the annual rate for imports fell 
7 per cent and exports rose 14 per cent. The nearly 
balanced trade with Europe reported for 1948 (a $29 
million Belgian surplus) has been replaced by a surplus 
at the annual rate of $360 million, resulting mainly from 
a $260 million increase in exports. Some 50 per cent of 
the increase in exports is going to Germany; exports to 
that country have risen from $77 million in 1948 to an 
annual rate of $207 million in 1949. 

Trade with the United States has changed less; the 
1949 deficit is at an annual rate of $226 million, compared 
with $256 million in 1948. Imports have decreased trom 
$356 million in 1948 to a yearly rate of $332 million in 
1949, whereas exports have risen from $101 million to 
a yearly rate of $106 million. Aggregate figures, how- 
ever, conceal the recent drop in Belgian exports to the 
United States. In the second quarter of this year, exports 
amounted to $6 million monthly, against $10-11 million 
per month during the nine preceding months. 

Source: New York Herald Tribune, Paris, France, August 
10, 1949, 


Denmark’s Foreign Trade Program 


The Danish Government has recently placed a revised 
foreign trade program before representatives of the trade 
organizations. This new program provides for imports of 
DKr 1,496 million (US$312 million) in 1949, compared 
with an initial estimate of DKr 1,382 million, which was 
subsequently reduced to DKr 1,370 million. Most of the 
increase in the revised program is for coke, yarn, iron 
and steel, and oilseed. Coke imports will be increased by 
DKr 35 million and iron and steel imports by DKr 20 
million. 

The increase proposed for imports results from the 
rise in exports. Export proceeds which were originally 
calculated at DKr 1,370 million are now estimated at 
DKr 1,511 million. During the first half of 1949, butter 
exports were 20 per cent higher than during the same 
period last year, bacon was up 17 per cent, and exports 
of cheese and eggs tripled. 

Sources: Bgrsen, Copenhagen, Denmark, July 8, 1949; 
Bank for International Settlements, Press Re- 
view, Basle, Switzerland, August 4, 1949. 


Danish Cost of Living Index 


The quarterly cost of living index for Denmark was 
307 (1914—=100) in July, compared with 310 last April. 
This three point drop is larger than that in any other 
quarter in the past 16 years, and was due entirely to a 
decrease in taxes, which are included in the index. 

Wage rates are regulated every six months if the index 
drops or rises by at least six points. The recent decline 
therefore has started speculation in Denmark about the 
possibility of a downward adjustment of wages in the 
near future. 

Source: Norges Handels og Sj¢fartstidende, 
Norway, August 2, 1949, 


Oslo, 


Escudo-Dollar Rates Adjusted 


Lisbon reports a minor adjustment in the escudo-dollar 
buying and selling rates as of August 8, 1949. The of- 
ficial buying rate of the Banco do Portugal was raised 
from 24.765 escudos per dollar to 24.875, and the selling 
rate from 25.065 escudos to 25.125. This adjustment 
results in a 0.4 per cent devaluation of the buying rate, 
a 0.2 per cent devaluation of the selling rate, and a 
slight decrease in the spread between the two rates. The 
motives behind this adjustment are not clear, the change 
being too small to reverse the downward export trend. 
Source: The Journal of Commerce, New York, N. Y., 

August 10, 1949, 


Portuguese Cork Exports 


Portugal’s cork exports in 1948 reached 161,000 tons, 
valued at 710 million escudos, against 1947 exports of 
179,000 tons, valued at 801 million escudos. These de- 
clines have occurred although the disappearance of such 
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markets as Germany and Argentina has been more or less 
offset by larger sales elsewhere. In order to liquidate 
stocks, exporters, who are members of the Junta Nacional 
de Cortica, are seriously considering disposing of their 
product through compensation arrangements with 
countries unable to pay in hard currencies. 

Source: Espana Econémica y Financiera, Madrid, Spain, 

July 9, 1949. 


Foreign Exchange Regulations in Spain 


In an effort to increase tourism, the Spanish Foreign 
Exchange Institute has liberalized the deblocking of 
foreign-owned peseta accounts. Tourists in Spain having 
accounts in Spanish banks will be allowed to draw up to 
3,500 pesetas a week, to a total amount of 30,000 pesetas, 
without previous authorization of the Institute. When the 
tourist is accompanied by other members of his family, 
the weekly maximum of disposable funds is raised to 
6,000 pesetas, with the same limit of 30,000 pesetas. These 
funds are to be used for expenditures in Spain. Drawings 
over and above these limits will be permitted only with 
the prior approval of the Institute. In conformity with 
existing exchange control regulations, the banks will 
have to report the amount of the withdrawals to the 
Institute. 

Source: Espana Econdmica y Financiera, Madrid, Spain, 
July 9, 1949. 


Italo-Spanish Trade 


Negotiations for the renewal of the Italo-Spanish trade 
and payments agreement of June 20, 1947 have recently 
broken down. The Italian Foreign Trade Minister has 
announced that all settlements with Spain will be in 
dollars or Swiss francs. Italo-Spanish trade in 1947 re- 
sulted in an adverse balance of 2,654 million lire for 
Italy; in 1948 the deficit was reduced to 484 million lire; 
and in the first quarter of 1949 it was 189 million lire 
against 206 million lire for the ‘corresponding quarter 
of 1948. 

Sources: Central Institute of Statistics, Statistica del 
Commercio con l’Estero, Rome, Italy, December 
1947, December 1948, March 1949; New York 
Herald Tribune, Paris, France, August 5, 1949. 


Greek-French Trade Agreement 


A trade agreement recently concluded between Greece 
and France provides for French exports equivalent to 
US$21.5 million in exchange for imports from Greece 
valued at US$13.5 million. The US$8 million difference 
represents the drawing rights that France is to extend to 
Greece under the Intra-European Payments Scheme for 
1949.50. Greece’s imports will consist of both capital 
goods and consumer items; the exports will include some 
6,000 tons of tobacco, which makes France one of the 
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main purchasers of this product (total Greek production 
in 1948 has been estimated at some 37,000 tons), as well 
as wines with alcoholic content of 11 per cent, whose 
importation to France has been permitted for only one 
month (August 11 to September 11, 1949) since the 
French crop this year is insufficient. Available Greek 
stocks of such wines, estimated at 28,000 tons, are likely 
to be absorbed by the French market if the needed 
transportation facilities can be secured in time. 

Sources: To Vima, Athens, Greece, August 7, 10, and 11, 

1949, 


Levy on Greek Private Imports 


In order to improve the budgetary situation, the Greek 
Government has imposed a special levy on certain cate- 
gories of private imports (see this News Survey, Vol. I, 
p- 405). The measure, which was to be put into effect 
August 8, applies only to those items specified by the 
decree. The levy is imposed on the c.i.f. cost of imports, 
converted into drachmas on the basis of effective official 
exchange rates (official rates plus exchange certificate 
rates) ; it varies from 5 per cent to 50 per cent depending 
on the need for the imports. Capital goods are taxed 
the least and luxury or semiluxury items the highest. 
Source: To Vima, Athens, Greece, August 7, 1949. 


Eastern Germany-Netherlands 
Trade Agreement 


A recently concluded trade agreement between the 
Eastern Zone of Germany and the Netherlands provides 
for an exchange of goods valued at $12.8 million (34 
million guilders) between August 1, 1949 and July 31, 
1950. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 4, 1949, 


Eastern Germany-U.S.S.R. Trade 


According to official sources in the Eastern Zone of 
Germany, the U.S.S.R. share in the total trade of that 
Zone is 45 per cent. During the first six months of 1949, 
the value of goods exchanged with the U.S.S.R. was 
larger than during the whole year 1948. Twenty per cent 
of the Eastern Zone’s imports from the U.S.S.R. represent 
food, steel, coal, and industrial goods, and 40 per cent of 
exports to the U.S.S.R. are industrial finished or semi- 
finished products. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 8, 1949. 


Czechoslovak Financial Situation 


Substantial changes have occurred in bank deposits in 
Czechoslovakia since the beginning of 1949, when the 
Five-Year Plan started and the price reforms were in- 
troduced. Savings deposits (of individuals) rose from 
33.6 billion korunas in December 1948 to 36 billion in 
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March 1949, and remained at that level in the following 


_ three months. Current account deposits expanded from 


53.3 billion korunas at the end of 1948 to 86 billion at the 
end of June. In the first six months of 1948, savings 
deposits increased 2.7 billion and current accounts fell 
7.9 billion. 

The increase this year in current accounts was due main- 
ly to a government revenue surplus (after all expenditures 
including investment were covered), which amounted to 
12.4 billion korunas in the first quarter. In the second 
quarter the surplus was probably even higher, as receipts 
increased substantially. Also, the deposits of nationalized 
industrial enterprises exceeded withdrawals. 

The increase in bank deposits was more than sufficient 
to satisfy the credit needs of the economy. Of the 35 
billion korunas of new deposits, 30.7 billion was lent to 
enterprises; 10.7 billion was for investment and 20 bil- 
lion for other purposes. The banks were able to reduce 
their debit balance with the National Bank from 30.2 
billion korunas to 22.6 billion. This was reflected in the 
decrease of bank notes in circulation, from 72 billion 
korunas to 64.4 billion. 

Sources: State Statistical Office, Statisticky Zpravodaj, 
Prague, Czechoslovakia, June 15, 1949; 
Hospodar, Prague, Czechoslovakia, June 16, 
July 14, and August 4, 1949. 


MIDDLE EAST 


Development Budget in Israel 


In addition to its ordinary budget of I£37 million 
(see this News Survey, Vol. II, p. 45), Israel has provided 
for a special development budget, amounting to I£62 
million. This budget will be met chiefly by drawings on 
the American dollar loan (about I£22 million), by an 
issue of Treasury bonds, and by contributions from 
various national institutions, notably the Jewish Agency. 
Very little information is available regarding the capital 
investment projects that will be undertaken under the 
new budget. 


Source: The Israel Economist, Jerusalem, Israel, June 
1949. 


U.S.-Iranian Trade 


U.S. exports to Iran have increased rapidly since 1946. 
The total of $34 million in 1947 and of $44 million in 
1948 was 50 per cent and 100 per cent, respectively, 
above that in 1946. The increase has continued in 1949, 
with exports in the five months January-May reaching 
$34 million, or 150 per cent more than those of the cor- 


| responding months of 1948. During 1947 and 1948, 


U.S. imports from Iran were lower than in 1946, amount- 
ing to $23 million and $26 million, respectively. Iran’s 
increased import surpluses with the United States have 


_ been financed largely from oil royalties accruing to Iran. 
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These royalties are convertible into U.S. dollars under 

the terms of the Anglo-Iranian financial agreement of 

1947, which will come up for renewal in November 1949. 

Source: The Journal of Commerce, New York, N.Y. 
August 15, 1949, 


Coffee Production in Ethiopia 


Ethiopia’s 1948-49 coffee crop is estimated at 500,000 
bags, compared with 420,000 bags in 1947-48, 335,000 
in 1946-47, and an annual prewar average (1935-39) of 
340,000. Coffee is the principal export crop of Ethiopia. 
Exports in 1948 totaled 258,000 bags, which is slightly 
above 1947 exports, but still less than the annual prewar 
average of 263,000 bags. It is estimated that the 1949 
exports will substantially exceed the 1948 season. 
Source: The Journal of Commerce, New York, N.Y., 

August 11, 1949. 


FAR EAST 
Unauthorized Imports into India 


Under a recent ruling, the Government of India may 
confiscate unauthorized imports (those not covered by 
general or specific license) and also imports that exceed 
the authorized limits. At the discretion of the Govern- 
ment, certain of the unauthorized imports from the soft 
currency areas that are confiscated may be redeemed by 
the importer upon payment of a fine. However, goods on 
the prohibited list, as well as those originating in or con- 
signed from the dollar and hard currency areas, will be 
confiscated without option of redemption. For machin- 
ery, however, imports that exceed the value of licenses 
will be treated in the same way as unauthorized imports 
from the soft currency sources. 


Source: The Hindu, Madras, India, July 18, 1949. 


Pakistan’s Development Schemes 


Fifty-one building schemes involving’ an expenditure 
equal to US$146 million during a five-year period have 
been approved by Pakistan’s Development Board. These 
schemes include (a) major hydroelectric projects which 
are expected to provide 100,000 kwts. and to bring 4 
million acres under cultivation, (b) irrigation projects 
in West Punjab, N.W.F.P., and Baluchistan, (c) projects 
to expand and improve communication, (d) medical 
and public health improvement schemes, and (e) in- 
dustrial projects to assist private enterprise. 

Source: Embassy of Pakistan, Pakistan Affairs, Wash- 
ington, D. C., August 3, 1949. 


Malayan Budget Deficit 


The fall in the price of rubber makes a 1949 budget 
deficit of SS$50 million probable for the Federation of 
Malaya. Revenue is generally lower than last year, ex- 
cept revenue from tin production. The Government has 
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been forced to call a halt to some schemes of social wel- 

fare, education, and public works. Employees in the 

rubber-producing industry, especially tappers, have been 

given notice by the employers of wage reductions, effec- 

tive in September. 

Source: The Financial Times, London, England, August 
9, 1949. 


Japan-Belgian Monetary 
Area Agreement 


Trade and financial arrangements between the Supreme 
Commander for the Allied Powers (on behalf of Occupied 
Japan) and the Belgian Monetary Area (including Bel- 
gium, the Grand Duchy of Luxembourg, the Belgian 
Congo, and the Trusteeship Territories of Ruanda- 
Urundi), covering the period June 1, 1949 to May 31, 
1950, were announced on July 9. The financial arrange- 
ment stipulates that all payments are to be made in U.S. 
dollars through normal banking channels. 

On the basis of Japan’s requirements and the Belgian 
Monetary Area’s availabilities, it may be expected 
that the Belgian Monetary Area will be able to supply 
Japan with raw cotton, oil and oil-bearing materials, 
shellac, hides, and some miscellaneous commodities in 
return for Japanese manufactured goods. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., August 8, 
1949. 


UNITED STATES AND CANADA 


Federal Reserve Board Policies 


The Board of Governors of the Federal Reserve Sys- 
tem in its Annual Report for 1948 emphasizes the marked 
shift that has taken place in recent months in its credit 
policies. Last year these policies were directed toward 
restraining inflationary credit expansion and maintain- 
ing stability in the government security market. In early 
1949, however, as inflationary pressures lessened, cer- 
tain regulations and requirements were relaxed: margin 
requirements on security loans were reduced; Regula- 
tion W, governing consumer installment credit, was 
amended to lower minimum down payments; and re- 
serve requirements of member banks were reduced. 
Furthermore, the emphasis in open market operations 
has been pointed more toward controlling general credit 
conditions. 

Despite the long period of inflationary pressures in 
the United States, the banking system is well equipped 
to meet the changed economic conditions, according to 
the Board’s Report. Loans are close to record volume, 
but cash and government securities constitute about two 
thirds of all commercial bank assets. The amount of 
speculative loans is small; mortgage loans, although 
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large in volume, are on a sound amortization basis and 
many of them are insured by government agencies. The 
Reserve Banks are well equipped to meet credit needs, 
with $23 billion of gold certificate reserves, only half of 
which are needed to meet legal requirements. 

The Report states that, although the Reserve System 
has substantial power to expand credit, it lacks adequate 
means of coping with a recurrence of strong inflationary 
pressures. Accordingly, as in previous annual reports, 
it calls for legislative action to enhance its control over 
the monetary system. 


Source: Board of Governors of the Federal Reserve Sys- 
tem, 35th Annual Report, Washington, D.C., 
1949, 


U.S. Personal Income 


Personal income in the United States rose by $600 
million between May and June 1949. The half-year 
total, at an annual rate, is $213.4 billion, compared with 
$207.8 billion for the same period in 1948, and $211.9 
billion for 1948 as a whole. The slight rise in June was 
due to the increase in farm income (from $20.6 billion 
to $21.2 billion) ; total nonagricultural income remained 
unchanged. Among the components, the greatest increase 
was in proprietors’ and rental income, up $500 million; 
interest and dividend payments rose $200 million, trans- 
fer payments $100 million, and “other labor income” 
$100 million. Although total wages and salary receipts 
fell by $300 million, factory payrolls, after declining 
steadily since last September, rose slightly in June. 


Source: U.S. Department of Commerce, Press Release, 
Washington, D.C., August 10, 1949. 


Canada to Float Loan 


The Canadian Government will soon offer a $100 
million issue of 25 year, 234 per cent bonds for sale in 
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the United States. This new issue, which will be payable 
in U.S. dollars, will be underwritten by a large group of 
United States and Canadian investment bankers. Pro- 
ceeds will be used to redeem three 5 per cent issues of 
the Canadian National Railways and the National Har- 
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stem bors Board. These long-term bonds, which are guaran- 
quate — teed by the Canadian Government and payable in U.S. 
mary — dollars, are callable at 105 in 1949 and 1950. Redeem- 
sorts, F ing them in 1949 will constitute a considerable saving in 
over — carrying charges. 

The new government issue is the second to be sold in 
, Sys- [| the United States since 1943. The first issue of $150 
D.C., [| million, dated August 1, 1948, was sold to three U.S. 

insurance companies. 
Source: The Globe and Mail, Toronto, Canada, August 

15, 1949. 
$600 — Canada’s Restriction Program 
oem The Financial Post reports that $461 million or 40 
911.9 fF Per cent of Canada’s imports during the first five months 
e was | 0 1949 were subject to the provisions of the Emergency 
billion | Exchange Conservation Act. Purchases of controlled 
rained | items from hard currency areas were 13 per cent below 
crease | the comparable period of 1947, while shipments from 
illion; | sft currency areas were 136 per cent above the earlier 
trans. | Period. Dollar imports of consumer goods subject to 
come” | quota were 57 per cent below the comparable period of 
eceipts 1947, with textile purchases alone down 64 per cent; 
clining purchases of restricted capital goods, however, were 11 
per cent above 1947. Shipments from soft currency areas 
sila of controlled consumer and capital goods were 112 per 
’ f cent and 306 per cent, respectively, above the first five 
months of 1947. 

In spite of these enforced shifts, approximately $359 
million, or 78 per cent, of Canada’s purchases of con- 
: $100 — trolled items still come from hard currency areas. 
Seventy-six per cent, or $881 million, of Canada’s total 


sale in 





imports during the first five months of 1949 were from 
dollar countries; this compares with 1947 shipments of 
$839 million, or 82 per cent of total imports. 


Source: The Financial Post, Toronto, Canada, August 
13, 1949. 
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Mexico’s Import Valuations 





The Mexican Government has raised the official valua- 
tions of almost all import items by approximately 25 per 
cent, effective August 1. This action has been taken to 
adjust the valuation to the current official rate of ex- 
change. The measure follows a decree published in the 
Diario Oficial of July 4, by which the Mexican Govern- 
ment reduced the export surtax of 15 per cent ad valorem 
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for many export commodities (see this News Survey, Vol. 

II, p. 47). 

Sources: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., August 8 
and 15, 1949, 


Venezuela’s Oil Production 


Venezuela’s oil production of 1,236,202 barrels per day 
in the first half of this year was the highest average 
attained in any of the last ten years except 1948. 


Source: El Universal, Caracas, Venezuela, August 2, 
1949, 


Brazilian Budgetary Surplus 


A budgetary surplus of 102 million cruzeiros during 
the first half of 1949 is reported for Brazil. Revenues 
amounted to 7,103 million cruzeiros and expenditures 
to 7,001 million. Thus the deficit of 1,131 million cru- 
zeiros that had been estimated for the entire year 1949 
may be replaced by a surplus. This has resulted from 
a 28 per cent cut in federal government expenditures. 

Principal sources of revenue in the half year were 
the consumption tax (2,693 million cruzeiros), the 
income tax (1,693 million), and import duties (924 
million). The principal expenditures were those for the 
Ministry of Finance (1,561 million cruzeiros), military 
purposes (1,361 million), and public works (1,043 
million). 

Source: Brazilian Embassy, Boletim Radiotelegrafico do 
Ministério das Relacées Exteriores, Washington, 
D.C., August 9, 1949, 


OTHER COUNTRIES 
Australian 1948-49 Trade 


Australian exports in the year ended June 30 were 
£A546 million, and imports were £A414 million. The 
favorable balance of £A132 million was considerably 
above the 1947-48 surplus of £A67 million. The surplus 
in trade with the United Kingdom was £A22 million 
(exports were £A231 million and imports £A209 million), 
against £A24 million in the previous year. The visible 
deficit with North America was reduced from £A42 
million in 1947-48 to £A13 million in 1948-49. Exports 
rose by £Al million, to £A41 million, but imports were 
reduced from £A82 million to £A54 million. 

Source: Records and Statistics, Supplement to The 
Economist, London, England, August 13, 1949. 


CFA Franc Pegged to 
Metropolitan Franc 


Effective August 8, commercial transactions of French 
Overseas Territories using the CFA franc (Western and 
Eastern French Africa, Togo, Cameroons, Madagascar, 
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Reunion, St. Pierre and Miquelon) with hard currency 
countries will be dealt with on the free market under 
the same conditions that prevail for metropolitan trans- 
actions with those countries. The currencies involved 
are the U.S. dollar, Portuguese escudo, Swiss franc, Bel- 
gian franc, and Djibouti franc. Before the measure was 
taken, only financial transactions of the CFA franc 
countries with hard currency countries were dealt with 
on this market. 

The new regime has already had a repercussion on 
the exchange rate between the CFA franc and foreign 
currencies. Until August 8, the CFA franc was pegged 
both to foreign currencies at the rate of 126 CFA francs 
to one U.S. dollar, and to the metropolitan franc at the 
rate of one CFA franc to two metropolitan francs. This 
arrangement resulted in disorderly cross rates since the 
French franc fluctuates daily against the dollar. More- 
over, the French franc has undergone several deprecia- 
tions which were not applied to the CFA franc. 

The new measure removes the link between the CFA 
franc and the dollar and pegs the former exclusively to 
the metropolitan franc at one CFA franc to two French 
francs. The CFA franc will consequently fluctuate 
against the dollar. 

Sources: Agence Economique et Financiére, Paris, 
France, August 8, 1949; Exchange Control 
Office, Notice 194 N-C, Paris, France. 


Monetary Situation in French 
Equatorial Africa 


A considerable increase in the money supply of French 
Equatorial Africa occurred between November 1948 and 
March 1949, when bank deposits increased by 5 per cent 
and note circulation by 27 per cent. Since March 1, 
however, some decrease in both notes and deposits has 
taken place. 

Aside from seasonal factors, which are not important, 
the main cause of the monetary inflation was an increase 
in government expenditures not offset by tax receipts of 
comparable magnitude. The carrying out of the Equip- 
ment Plan also was a contributing factor. Expenditures 
on the plan between January 1, 1947 and April 1, 1949 
amounted to 603 million francs; half was disbursed in 
the colony. During the second half of 1948, equipment 
expenditures amounted to 192 million francs, of which 
87 million was disbursed locally. (See also this News 
Survey, Vol. II, p. 31.) 

Source: Le Monde, Paris, France, July 3l-August 1, 
1949. 


Southern Rhodesian Dollar Surplus 


For the past year Southern Rhodesia has maintained 
its hard currency account in balance, but the Government 
has now pledged itself to produce a surplus. Imports 
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from the dollar area will be cut substantially, while ex- 

ports of base metals will be accelerated. Present exports 

to the dollar area are US$7.3 million annually, while 

gold production is US$17 million. 

Source: The Financial Times, London, England, August 
6, 1949, 







Mineral Rights in Northern Rhodesia 


Agreement has been reached on the future of the min- 
eral rights of the British South Africa Company in 
Northern Rhodesia. Subject to the approval of the share- 
holders and of the Legislative Council of Northern Rho- 
desia, the agreement provides for continuance of the 
company’s present perpetual mineral rights until October 
1, 1986. On that date the rights will be transferred to 
the Government free of charge. Meanwhile, from Oc- 
tober 1, 1949 the Company will pay 20 per cent of the 
net revenue from its mineral rights to the Northern 
Rhodesian Government. The Government undertakes 
not to impose any royalties during the 37 year period. 
Sources: The Times, London, England, August 10, 1949; 

The Economist, London, England, August 13, 
1949. 
















East African Investment 






East African capital requirements for the next 10 
years are officially estimated at £75 million, including 
£23 million for railways and harbors and £4 million for 
the post and telegraph services. The cost of the projected 
railway link with the Rhodesias, which may well be £20 
million, is not included in this total. Loans will be raised 
as necessary to finance projects that cannot be covered 
out of local funds. 




























Sources: The Financial Times, London, England, August 
6, 1949; The Times, London, England, August 
6 and 11, 1949. 


























International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 






































haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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